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The Honorable Wilbur D. Mills, Chairman
Ways and Means Committee
House of Representatives
Washington, D. C.

Dear Mr. Mills:

The committee on federal taxation of the Ameri
can Institute of Certified Public Accountants wishes to
express its support of H.R. 4219, introduced by Represent
ative Thomas B. Curtis, to provide for the deduction of
certain expenses paid or incurred in search for a business or
investment.
Prior to 1957 the Internal Revenue Service followed
I.T. 1505 (I-2 CB 112) in permitting a deduction for expenses
incurred in determining whether or not an investment should
be made. The ruling held that such an investigation constit
uted a transaction entered into for profit and that upon
abandonment of the enterprise the expenses incurred became
a loss deductible in the year of abandonment.

Revenue Ruling 57-418 (1957-2 CB 143) revoked
I. T. 1505 and established a new rule that "a loss sustained
during a taxable year with respect to expenditures incurred
in search of a prospective business or investment is deductible
only where the transaction has actually been entered into and
the taxpayer abandons the project."
Expenditures made in connection with a preliminary
investigation of business or investment opportunities should
be deductible even if a taxpayer abandons the prospective
project before entering into a material amount of activity
in connection with it. There appears to be no equitable
justification for limiting the deduction of investigatory
expenses to situations where the prospective transaction was
actually entered into and subsequently abandoned. If a
taxpayer makes a good faith Investigation of a business prospect
which would produce taxable income and tax revenues if success
ful, then ordinary standards of equity and fair play should
permit deduction of expenses in cases where the prospect turns
out to be unattractive and is abandoned without further action
on the part of the taxpayer.
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We urge that your Committee act favorably on
H.R. 4219. In addition we recommend that its provisions be
expanded to clearly permit the deduction by individual tax
payers under Section 162 of expenses which are directly
related to securing specific employment, whether or not employ
ment is actually obtained.
The Internal Revenue Service
has held tn Revenue Ruling 60-223 (1960-1 CB 57) that indiv
iduals may deduct fees by the employment agency for securing
employment. This deduction, as well as other expenses of
a similar nature, should be enacted in the statute.
While we believe this additional provision should be
included in the proposed legislation, the enactment of H.R. 4219
should not be delayed if our suggested amendment cannot be
made at this time.
We would be pleased to provide any amplification of
our comments and recommendations which you may deem necessary.

Very truly yours,
Donald T. Burns, General Chairman
Committee on Federal Taxation

cc: Members of the Committee
on Ways and Means.

